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for the fiscal year ended August 31, 1966 


To the Shareholders 


Your Board of Directors presents this brief review of the Company’s 
operations for the fiscal year during which the Company continued to 
progress in both sales and earnings. In conformity with past practice 
the consolidated financial statements and other figures quoted in this 
report are expressed in United States currency unless otherwise noted. 


Sales 


For the eighth consecutive year sales exceeded previous levels. Sales 
for the year amounted to $565,317,357 compared with $529,614,946 
in the preceding year. Increasing adult population, an expanding 
economy during the year and growing per capita income contributed 
to growth in the major markets for the wide variety of quality alcoholic 
beverages produced and handled by your Company. 


Earnings and Dividends 


Net earnings for the year, after all charges including income taxes, 
were $38,021,516 compared with $34,568,348 in the preceding year. 
Earnings per share amounted to $2.21 as against $2.01 in the 1965 
fiscal year. 

Both sales and earnings of your Argentine company, when stated in 
pesos, improved during the year. Unfortunately, inflation in the 
Argentine continues and the political and monetary situation is far 
from stable. However, during the past fiscal year, after adjusting for 
exchange, your Argentine subsidiary contributed modestly to the 
consolidated net profits. 

Four regular quarterly dividends of 30 cents (Canadian) per share 
totalling $1.20 per share were paid during the year. The total amount 
paid out in dividends, in United States currency, was $19,193,833. 


Proposed Income Tax Adjustments 


On July 6, 1966, the Company announced that an agent of the 
United States Internal Revenue Service had proposed, among other 
items, substantial disallowance of certain interest payments and 
selling expenses. Information relative to the proposed tax adjustments 
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AND WHOLLY-OWNED SUBSIDIARIES 


is set out more fully in the Explanatory Financial Section. The 
Company’s reply to the proposed adjustments is in the course of 
preparation. Resolution of these matters may not be achieved for 
several years. The Company intends to keep you informed of any 
significant developments that occur. 


Market Trends 


Consumption of distilled spirits in the Canadian, United States and 
foreign markets continued to increase during the past fiscal year with 
much of the increase being attributable to the continuing favourable 
economic conditions in the Company’s major markets. Scotch and 
Canadian whiskies again increased their share of the total distilled 
spirits consumed in the large United States market. Your Company 
has strong brands in those categories such as Ballantine’s and 
Ambassador Scotch whiskies and Canadian Club. Approximately half 
of the total market for distilled spirits in the United States is made up 
of bourbon and American blended whiskies. In these categories your 
Company is represented by Walker’s DeLuxe, Ten High and Barclay’s 
bourbons and by Imperial, Corby’s Reserve, and William Penn 
blended whiskies. 

The market in the United States for imported brandies, cordials 
and specialties is growing rapidly at the present time. Your Company 
acts as import agent in the United States for Courvoisier cognac, 
Drambuie, Tia Maria—a coffee liqueur, Cherry Heering and many 
other fine wines and liqueurs. In Canada, your Company produces or 
handles many fine whiskies, gins and specialty items that are more 
fully described in the brochure entitled “How To Be A Good Mixer” 


which is enclosed with the Annual Report to shareholders resident here. 


Inventories and Properties 


In response to continued growth in demand for our products, 
inventories of maturing whiskies have been increased at all locations. 
In Walkerville an expansion program was commenced aimed at 
doubling the distilling capacity within the next ten years. The 
program will also include new blending facilities, additional ware- 
houses in the vicinity of Walkerville and an increase in power house 
capacity for the generation of process steam and electric power. At 
Peoria an improved modern facility for production of barrels is in 
process of construction as replacement for the present cooperage 
plant and a program for expansion of the bottling and modernization 
of materials handling facilities is under way. It is anticipated that the 
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TOTAL TAXES 65.8¢ 


funds required to complete the above programs will be provided 
from internal sources. 


Directors and Employees 


During the year two individuals whose contribution has been out- 
standing retired from the Board of Directors. 

Mr. Howard R. Walton joined the Company in 1934, was appointed 
a Director in 1937 and was President from 1946 until his retirement 
in 1961. Mr. Walton continued as a Director until June, 1966. 

Mr. Harry J. Carmichael, C.M.G., D.Sc., was elected a Director of 
the Company in 1953 and continued as such until his retirement from 
the Board of Directors in September, 1966. 

The experience and counsel of these men will be greatly missed. In 
recognition of their long and devoted service, the Board has designated 
them Directors Emeriti. 

At their October 20, 1966 meeting, the Directors appointed Mr. 
Jack Musick and Mr. Thomas Snelham to succeed Messrs. Walton 
and Carmichael. 

No company can succeed without dedicated, hard-working people 
and the Board of Directors wishes to express its gratitude to the 
many members of the Hiram Walker family who have contributed so 
much to the success of your Company. 


By Order of the Board of Directors 


Walkerville, Ontario y) 


October 20, 1966 President 
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NET EARNINGS DIVIDENDS 
SALES 
AMOUNT PER PREFERENCE PER SHARE* 
SHARE* (CANADIAN 
CURRENCY) 


1934 |$ 21,071,349 | $ 3,366,267 $461,131 
1935 45,353,470 3,165,650 460,818 eee 


FISCAL 
YEAR 
ENDED 
AUG. 31 


EARNINGS 
RETAINED IN 
BUSINESS AT 
END OF YEAR 


$ 5,594,170 


8,244,484 


68,325,810 5,295,979 ee ahd 10,687,311 


6,065,664 


17 | 13,296,141 
17 | 16,761,277 
| 1945 | 254,618,161 9,411,300 Boil 217 SO MMaMAA ee 
| 1946 | 266,845,903 15,784,699 .88 hid, 48,143,196 
294,577,355 .20 63,559,389 
310,252,924 aBV2 83,018,434 
ee cd 
eS ees <67 WEES PI poyes! 
re SS .67 133,023,990 
ST esanson 
ee ode 
zaveiss | 131 |  — | 12,081,480 | 179,822,215 
[= [seen 
ee 
ies) 
Pisa 
eta 
mama 
i 
rear] 


102,156,227 


1942 150,492,421 
1943 142,017,948 


6,921,970 


| 1940 | 78,678,677 


UNS 37) 


19,994,448 


9,245,143 00 29;7925629 


7,637,364 Al 29,813,088 


100,889,807 


121,888,925 


20,252,490 


19,327,468 


187,161,125 


Sy 5/2koy7/, SiS) 


1959 412,121,674 23,694,387 15,597,593 
| 1960 | 440,179,873 25,050,258 1.46 15,685,430 


67 
82 
88 
88 204,649,946 
9 


26,362,652 3 214,981,242 


16,031,356 2 
27,705,832 ; 16,347,124 226,339,950 
1963 478,788,327 29,643,565 L748 15,945,767 240,037,748 


17,506,013 248,352,8561 
19,152,431 1.20 263,768,773 


URE ICT tsReis} 1.20 282,596,456 


32,173,389 


34,568,348 


38,021,516 
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CONSOLIDATED STATEMENT OF INCOME AND EXPENSES 
FOR THE YEARS ENDEDRAU GUS TiS 175196 6219.65 


Stated in United States Currency 


1966 1965 
NETHSALES w 25.25.05 cece een feta cue ode Ree eee ee $565,317,357 $529,614,946 
COST OFS PRODUCT S35 0LD sana es oer ea rete a ee rans ae 410,839,834 388,519,169 
154,477,523 141,095,777 
EXPENSES: 
Selling and general expenses #2 canyon ee 74,008,990 68,804,443 
Interest-on bank: loans 3 hace oho et ee 675,006 515,636 
Provision! foridepreciation == .<ae 14 sop ton fe area eae ee 5,904,363 5,940,302 
Foreignexchangesadjustinentsce: ee te ee te ae eee eee a 577,530 1,808,474 
80,815,889 77,068,855 
73,661,634 64,026,922 
OTHER INCOME: 
Dividends and interest on investments: 
pubsidiary companies mot consolidated sai (ences ear 711,434 688,175 
OUNCES tres al ae ettot yes oleh Paty een ec POO ee 2,478,232 986,483 
Miscellaneous, including storage and elevation......................... 2,589,170 eo 208 
5,778,836 3,188,565 
79,440,470 67,215,487 
PROVISION FOR INCOME TAXES........ Sete toe a a ne gee a 41,418,954 32,647,139 
NETBEARNINGS Say cycceeconea eames)" toes acne pe et ne eee $ 38,021,516  $ 34,568,348 


Directors’ remuneration: 1966 $457,879; 1965 $386,965. 


The information in the “Explanatory Financial Section” 
12 on pages 16 and 17 is an integral part of these statements. 


CONSOLIDATED STATEMENT OF EARNINGS RETAINED 


ANDRE M PASOW EDN eis Eee SINESS 


FOR VEHESVEARS EN DEDSAU GU Sie 3 11966 4196.5 


Stated in United States Currency 


BALANCE AT BEGINNING OF YEAR........ 


NETS ATINUNGS SEO RY EAR guess ava 


DIVIDENDS ON COMMON SHARES........ 
BATANCGICAT HIND SORRY WAR 3.2 eee 


1966 1965 


PO or IAG $263,768,773  $248,352,856 


tigate Oe ad, 38,021,516 34,568,348 


301,790,289 282,921,204 


ae 19,193,833 19,152,431 
hee Ct $282,596,456  $263,768,773 


AOD ROLE Sean Ee. Osha 


To the Shareholders of 


HIRAM WALKER-GOODERHAM & WORTS LIMITED: 


We have examined the consolidated balance sheet 
of Hiram Walker-Gooderham & Worts Limited 
and wholly-owned subsidiaries as at August 31, 
1966 and the consolidated statements of income 
and expenses and earnings retained and employed 
in the business for the year ended on that date. 
Our examination was made in conformity with 
generally accepted auditing standards, and accord- 
ingly included such tests of the accounting 
records and such other auditing procedures as we 
considered necessary in the circumstances. 

In our opinion, subject to final determination 


Toronto, October 19, 1966 


of the proposed additional lability for income 
taxes referred to under the heading “‘Proposed 
Income Tax Adjustments” on page 16, the 
accompanying consolidated balance sheet and 
related consolidated statements of income and 
expenses and earnings retained and employed in 
the business present fairly the financial position 
of the companies as at August 31, 1966 and the 
results of their operations for the year ended on 
that date, in accordance with generally accepted 
accounting principles applied on a basis con- 
sistent with that of the preceding year. 


PRICE WATERHOUSE & CO. 


Chartered Accountants 
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CONSOLIDATED BALANCE 


Stated in 


ASSETS 


1966 
CURRENT ASSETS: 
$ 5,218,657 


Short-term investments, at cost (approximate market value)............. 50,729,270 
Accounts receivable (less allowance—1966, $2,126,610; 1965, $2,092,454) . 57,884,476 
Inventories, at not exceeding manufactured or purchased cost........... 166,085,204 
Prepaid expenses i205. 5,511 @ubc ates ate ee tee 2,307,789 
‘Total current assets. 0. Ate qee ee cee one ee ee 282,225,396 
INVESTMENTS, at cost: 
Investments in subsidiary companies not consolidated.................. 11,762,520 
Advances to subsidiary companies not consolidated..................... 1,758,063 
Other investments, without quoted market value:------ eee 2,498,717 
16,019,300 
LANDS BUILDINGS, PLANE AND EQUIPMENT = atecost..:a5) eter 139,874,653 
Léss.depreciation ti.o. eke see ee. cee ee 69,110,501 
70,764,152 
COODMILESPROCESSESZAND TITRA DEMAR KS enn een i 
$369,008,849 


The information in the ‘Explanatory Financial Section” 
on pages 16 and 17 is an integral part of these statements. 
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$ 6,301,612 
33,652,980 
50,322,949 

162,595, 164. 
2,200,736 
255,073,441 


11,357,495 
1,551,682 
1,632,863 

~ 14,542,040 


129,976,170 
64,951,442 


65,024,728 
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SAB ies 
AND SHAREHOLDERS’ OWNERSHIP 


CURRENT LIABILITIES: 
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SHAREHOLDERS’ OWNERSHIP: 
Common shares, without par value 
ANPUM ARDY RUA Salo 3) Sint ees ee a a a 21,000,000 shares 
I suledrandroutstatding amy) Via 2te8 a pene y aeee 17,376,096 shares 


Earnings retained and employed in the business........................ 


Deduct: Common shares held by Trustees and subsidiary company, at cost 


(1966—175,458 shares; 1965—180,708 shares) ................ 


Approved on behalf of the Board 
H. Ciirrorp Harcu, Director 
H. E. Harmon, Director 
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$ 15,536,535 
10,879,066 
10,380,911 

3,213,569 
32,437,905 
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$ 11,512,913 
12,079,631 
5,249,308 
2,799,384 
25,391,046 
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EXPLANATORY FINANCIAL SECTION 


CONSOLIDATION POLICY 

In accordance with the Company’s usual practice 
the accompanying consolidated financial statements 
include only the accounts of wholly-owned subsidiary 
companies in which financial statements at June 30 or 
July 31 are used for certain foreign subsidiaries. The 
Company does not consider that the resources and 
earnings of its partially-owned subsidiaries are gener- 
ally available to the parent company, accordingly it is 
the practice to include each year in its consolidated 
accounts only the dividends received from these 
subsidiaries which are not consolidated. Based on 
exchange rates on August 31, 1966, the financial 
statements of such subsidiaries disclose that the 
Company’s equity in their accumulated earnings has 
increased, as a result of earnings less dividends since 
acquisition to August 31, 1966, by approximately 
$6,600,000. On the same basis, the Company’s share 
of the earnings of such subsidiaries during the year 
ended August 31, 1966, which aggregated $1,892,000, 
exceeded dividends received by $1,234,000. 


CURRENCY TRANSLATION 


In accordance with the Company’s usual practice, the 
consolidated financial statements are expressed in 
United States currency. 

In expressing other currencies in terms of United 
States dollars, the following principles of exchange 
translation have been generally applied: inventories 
on hand and inventory items entering into cost of 
products sold, properties, accumulated depreciation 
and related provisions charged against income, invest- 
ments, and capital stock—at rates of exchange at 
dates of production or acquisition of assets or issue 
of stock; other current assets and current liabilities— 
at the rates of exchange on August 31; income and 
expenses, other than provisions for depreciation and 
inventory items entering into cost of products sold— 


at average exchange rates for the year. 


The net result of all foreign exchange translations 
and adjustments for the fiscal year ended August 31, 
1966 was a charge of $577,530. 

Included in this charge of $577,530 is $551,089 
attributable to the Company’s subsidiary in the Argen- 
tine. Existing foreign exchange regulations in the 
Argentine place no limits on normal remittances of 
dividends or repayments of capital to shareholders 
abroad. However, due to the serious shortage of 
foreign exchange in the Argentine, there are con- 
siderable delays in the government’s approval of such 
transfers. During the year ended August 31, 1966 
dividends of $323,500 were received in Argentine 
Republic External Bonds payable in United States 
currency in quarterly instalments over three years 
together with interest at 5%. Payments of principal 
and interest aggregating $52,096 have been received 
on these bonds to October 19, 1966. 


PROPOSED INCOME TAX ADJUSTMENTS 


An agent of the United States Internal Revenue 
Service has completed his audit of the federal income 
tax returns of the Company’s affiliated corporations 
in the United States for their fiscal years 1958 
through 1962. The audit reports include, among 
other items, substantial proposed disallowances of 
certain interest payments and several major classifi- 
cations of selling expense. 

The additional tax proposed by the agent for the 
years 1958 through 1962 amounts to approximately 
$26,000,000, exclusive of interest on any tax defi- 
ciencies that may ultimately be payable. Items of the 
same nature are present in subsequent years. 

In 1958 the deductibility of the questioned interest 
payments with respect to earlier years was reviewed 
thoroughly and resolved in the Company’s favor by 
the Appellate Division of the Internal Revenue Sery- 
ice. Tax counsel has advised the Company that the 


Appellate Division’s position was sound and sees no 


reason why the Division’s earlier position should 
be reversed. 

Tax counsel has also advised the Company that the 
reporting and claiming of deductions for selling 
expenses was generally sound and consistent with 
past practice and that the positions taken by the 
agent should be vigorously contested. 

Should all the questions raised by the Revenue 
Agent be resolved against the Company, the amounts 
involved would be substantially in excess of available 
tax accruals. 

The proposed disallowances will be contested. It 
appears probable that final resolution of these matters 


may not be achieved for several years. 


STOCK OPTION PLANS 


The Company’s stock option plans adopted by the 
shareholders in 1957 and 1962 provide for the grant- 
ing of options to purchase 180,000 and 160,000 
shares, respectively, of the issued common shares of 
the Company. The plans provide that the option 
price shall be 95% of quoted market price of the 
shares on the date of grant. The options may not be 
exercised earlier than one year nor later than ten 
years from the date of granting and are generally 
exercisable at the end of each of the first five years 
from the granting date at the rate of 20% per year, 
at the end of which time any remaining unexercised 
balance may be purchased. The percentage of the 
options which may be exercised each year has been 
accelerated for those employees who will be 65 years 
of age within five years of the date of their option. 


Options granted to U.S. employees in December, 1964 


were granted within the limitations of the 1964 
amendments to the United States law which are more 
restrictive than the terms outlined above. 

Options to purchase the entire 340,000 shares pro- 
vided for under the 1957 and 1962 plans were granted 
prior to the current fiscal year. Options for 127,100 
shares were outstanding at August 31, 1965. During 
the fiscal year ended August 31, 1966 no options were 
granted, options for 5,250 shares were exercised and 
no options were cancelled. Options outstanding at 
August 31, 1966, showing separately options issued 


to officers and directors, were as follows: 


Outstanding 
August 31, 1966 
Date Option Officers 
of Price and 
Grant Per Share Directors Total 
1957 plan: 
December 1958 $16.15 600 3,850 
1962 plan: 
April 1962 26.07 8,400 29,000 
April 1962 20.20 (1) 519.600 21,200 
July 1962 Doo L) 3,000 3,000 
December 1964 32.57 (2) 16,000 43,300 
December 1964 33:00 (0) 4,000 21,500 
SL6O007 1215850 


(1) Canadian Currency 
(2) These options issued at 100% of market price on date of 
grant as required by United States law. 


The cost of the shares acquired by trustees for the 
options granted under both plans and the cost of those 
held by a subsidiary, has been deducted from Share- 
holders’ Ownership in the Consolidated Balance Sheet. 


The annual meeting of shareholders will be held at the 
Head Office of Hiram Walker-Gooderham & Worts Limited, 
Walkerville, Ontario at 2:30 P.M., December 9, 1966. Those 


unable to attend are urged to mail in their proxies. 
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In Times Square (above), in 
New Orleans (below) and in 
leading cities all over the world, 
the Canadian Club name is kept 
in front of the consumers who 
have selected it as “the best in 
the house” in 87 lands. 
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; By + ip seok , —o- orm gee The advertisement shown on the 
} a opposite page has appeared in 
leading magazines in the United 
States. 


The Austrians call it radball. 
| call rt madball. 


1 “Put soccer on wheels and you'll have a ball;’ writes 
Rudolf Novak, a friend of Canadian Club. “Rad- 
ball is a fast-riding, free-wheeling game played on 


yd thes is a breeze, I thought, as I raced in to 
cut off my opponent. I wheeled into him 
and easily got the ball away. Then I reared up, 

like a cowboy on a bucking bronco, and 

sent a wicked smash toward the goal. 


“But I must’ve reared too high 
and smashed too hard for I began 


tottering and, suddenly, came tumbling 


down. I found myself a heap of 
tangled arms and legs on the boards. 


6 YEARS OLD. IMPORTED IN BOTTLE FROM CANADA BY HIRAM WALKER IMPORTERS INC., DETROIT, MICH. 86.8 PROOF. BLENDED CANADIAN WHISKY. 
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brakeless bikes. Back home, I grewuponabike and Qe 
played soccer in school, so radball seemed aseasy to 94h 
me as one and one make two. “Ye 


Ce juan) 23) 
BY APPOINTMENT 

TO HER MAJESTY QUEEN ELIZABETH II 
SUPPLIERS OF “CANADIAN CLUB” WHISKY 


HIRAM WALKER & SONS LIMITED 
WALKERVILLE, CANADA 
4 “That’s when I cried, 
‘Bitte, bitte,’ and went 
with my Austrian friends to a 
Wirtschaft nearby for a drink of 
their favorite whisky and mine 
— Canadian Club.” Why this 
whisky’s universal popularity? 
It has the lightness of Scotch 
and the smooth satisfaction 
of Bourbon. No other whisky 
tastes quite like it. You can 
stay with it all evening long — 
in short ones before dinner, 
in tall ones after. Enjoy 
Canadian Club —the world’s 
lightest whisky — tonight. 
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CANADIAN WHISKY Canadian Club e Imperial e Hiram Walker’s Gold Crest 
Gooderham’s Bonded Stock ¢ Walker’s Special Old 


IMPORTED SCOTCH WHISKY Ballantine’s Finest *« Ambassador Deluxe 
GIN Imported: Ballantine’s « Domestic: Hiram Walker’s Crystal London Dry 
VODKA  Skol 

RUM Maraca (Gold Label, Black Label & White Label) 

IMPORTED LIQUEURS  Bols 


IMPORTED SPECIALTIES Drambuie e Kahlua ¢ Cherry Heering 


IMPORTED CANADIAN WHISKY Canadian Club « Royal Canadian 


IMPORTED SCOTCH WHISKY Thorne’s 10 e Ballantine’s e Ambassador 
Old Smuggler e Lauder’s 


STRAIGHT BOURBON WHISKEY Walker’s DeLuxe « Ten High e Barclay’s 


BLENDED WHISKEY Imperial ¢ Corby’s Reserve « G & W Seven Star 
William Penn 


DOMESTIC GIN & VODKA Hiram Walker’s Crystal e Booth’s High & Dry Gin 
IMPORTED GINS _ Booth’s House of Lords 

CORDIALS & COCKTAILS Hiram Walker’s Cocktails e Hiram Waiker’s Cordials 
BRANDY Domestic: Hiram Walker’s ¢ Barclay’s ¢ Imported: Courvoisier 


IMPORTED SPECIALTIES Drambuie ¢ Cherry Heering ¢ Tia Maria 


LITHO IN CANADA 


